1538.00
Self-Employment

1538.01    
Background
A client has the right to choose self-employment as the vocational goal.  Inasmuch as our services are to be provided on an individualized basis, it is important that a careful analysis be performed of the overall circumstances involved and that the information be documented in the case file.

Self-employment is defined as an enterprise in which the participant is the single owner of a sole proprietorship or a partner in a partnership.  This includes sole proprietorships operating as an independent contractor.

The Agency expects that self-employment will result in successful outcome and should provide the client with ongoing opportunities to function in an integrated environment.  The self-employment venture should lead to financial independence after start-up; that is, an income, beyond expenses, at or above minimum wage.  It may be necessary to wait beyond the required 90 days of follow-up to determine that this client is stable in self-employment before closing the case (see 1538.10).
Since self-employment services include both training (see 1538.03) and placement, it is considered to fulfill the requirement for multiple services when determining the priority category under the order of selection.

1538.02
The Role of the VR Agency in Supporting a Self-Employment Goal


JB 12/04
· Assist the client in obtaining comprehensive information about 
self-employment.
                             ●
Assess the client’s entrepreneurial potential and document that 



the client has the necessary physical, intellectual, and emotional 



attributes to ensure success. A vocational evaluation or situational 

            assessment may be necessary to evaluate the client’s aptitudes 



and abilities.  

· Maintain a committee to review and evaluate the business plan 
and viability of the business idea.

· Assist the client in obtaining the resources, technical assistance, 
           required training and other support services necessary to 
           successfully launch, develop, and/or sustain a business and minimize the financial risk to both the client’s and the Agency’s investments.

     1538.03
Responsibilities Required of the Client
Training on small business operation and assistance with developing the business plan and cash flow sheet must be secured from a local Small Business Development Center, a micro enterprise practitioner, the Service Corps of Retired Executives 
(SCORE), comparable training, or Division-sponsored training, if available, through the Tennessee Rehabilitation Center (See VRPM 1538.14 – 1538.16).  

JB 07/05
· Develop a formal business plan. The resources listed above can 
provide consultative assistance in writing an adequate plan.

· Participate financially through personal funds, a Social Security 

            PASS plan, a business loan, or other resources.

· If the client receives SSI/SSDI benefits, he/she must be referred to 
a Social Security Benefits Planning And Outreach (BPAO) 
Counselor for the purpose of (1) understanding how SSA views

self-employment relative to Substantial Gainful Activity and Trial

Work Period; (2) learning about Impairment-Related Work 

Expenses and the Plan for Achieving Self-Support (PASS); and 

(3) obtaining information about reporting income and self-

employment activities to SSA and the IRS.   JB 07/05
1538.04
Required Elements of the Business Plan   JB 12/04
· Describe the product or service in sufficient detail to make it clear 
what is to be marketed.

· Present the marketing plan, including identification of the 
customers, identification of competitors, method of advertising or 
other means of reaching customers, and the need for the product 
or services.

· Identify the expected start-up costs and expected net earnings 
and project the timeline for the client to become self-supporting. 


●
Develop an annual cash flow projection that covers at least 24 



months (see 1538.12 for required Cash Flow Sheet). The cash 



flow projection must include entries for “owner’s draw” or “owner’s 

            compensation” so that we will be able to project when the client

expects to be earning wages high enough for the Counselor to be able to place the case in Status 22. The client must maintain cash flow records in order to produce a quarterly report of actual cash flow per month that will be used to determine when the client’s income is high enough for the case to be placed in Status 22 (see 1538.10). The client must present a quarterly cash flow report to the counselor each quarter, from initiation of the business until the case is closed in Status 26.  

· Research and identify the regulatory or licensing requirements 
and fees.

· Research and identify the insurance needs.

· Identify the planned accounting system.

· Identify the source and amount of the client’s financial 
participation in the business.


Contact State Office for a copy of the preferred business plan format.

1538.05
Financial Involvement and Limitations (Subject to the Agency’s 
Economic Need Test, Agency Purchasing Policy, and Funding 
Availability)
· Rehabilitation Services will pay 100 % of allowable start-up costs 

           up to $5,000.

· Rehabilitation Services will pay 50% of allowable start-
            up costs over $5,000. 
Under normal circumstances, the maximum Rehabilitation Services will pay for start-up costs is $10,000. If the cost to Rehabilitation Services exceeds $10,000, it must be approved as an exception by the Regional Supervisor and recommended by the Self-Employment Committee.

The client must provide a 50% match for start-up costs over $5,000. The match can be provided through personal funds, a Social Security PASS plan, a business loan or other financial resource, or we may consider the dollar value of existing equipment that the client will use in the daily operation of the business. Using the value of existing equipment will require a dollar for dollar match. If the dollar value of existing equipment is used, the client must provide a list of the equipment with the dollar value of each item and include an explanation of how the equipment will be used in the daily operation of the business.   JB 07/05
1538.06
Self-Employment Committee
The Self-Employment Committee is made up of (1) a State Office staff person from Client Services, (2) a DRS Regional Supervisor, (3) a Quality Assurance staff person, (4) a representative from the Small Business Administration or Small Business Development Center (as available) and (5) a business owner (as available). This committee will meet monthly, if needed, to review requests after the VR Regional Supervisor has reviewed the business plan and made recommendations.  An Individualized Plan for Employment must not be signed until the Self-Employment Committee has made recommendations and the Regional Supervisor has granted approval.

The Self-Employment Committee will make recommendations based on the following:

· Characteristics of the client, including results of any vocational 
evaluation, demonstrated motivation, prior business experience, 
training, etc.

· The client’s ability (including a partner) to secure financial 
resources such as a small business loan, Social Security Pass 
Plan, or other means.

· The client’s ability to understand that VR will not be liable for any 
losses resulting from the self-employment.

· The likelihood of the self-employment plan’s success.

· A review of the business plan.  Business plans are not required   

for a client to become a part of an established business, such as 
 renting a chair in an existing beauty or barber shop, or when financial assistance requested of VR is less than $1,000.

1538.07
The Self-Employment Process (Prior to Development of the IPE)  



JB 12/04



●
A TVR-12 must be completed to determine if the client meets 



economic need. If the client does not meet economic need, the 



Agency will be unable to purchase goods and services.


●
The Agency will not commit to fund any portion of a business



requiring $1000 or more in start-up costs until a viable business 



plan is reviewed and recommended by the Agency’s Self-




employment Committee. The Agency’s business funding policies, 



procedures, and guidelines must be explained to the client. This 



will be foreign ground to the client, so it is important that the client 



fully understands the information. The client should be given a 



copy of the Agency’s self-employment policy to take home and 

           study. A TVR-12 must be completed to determine if the client 
meets economic need.

·      The counselor must discuss the business idea with the client.   

                 The following advantages and disadvantages of self-employment 

                 should be discussed with the client:




Some Possible Advantages of Self-Employment




▪ Independence — control over work setting and schedule




▪ Employment where/when other opportunities are few




▪ Being The Boss




▪ Interacting with customers, suppliers, and others




▪ Enjoyable work




▪ Sense of achievement/satisfaction if the business succeeds




▪ Control over job security




▪ Control of business decisions




▪ Better standard of living




▪ Feeling part of the community







Some Possible Disadvantages of Self-employment




▪ Pleasing the customer (the REAL boss)




▪ Long, hard hours with little free time




▪ Fluctuating income




▪ Unrelenting responsibility




▪ Possibility of business failure




▪ Stress on family and resources




▪ Possible exacerbation of health problems



●
If the client has had no relevant business experience, he/she



must complete the “Self-Assessment of Readiness for Self-
 Employment” (VRPM 1538.13). This self-assessment is designed  

 to assist the client in identifying issues, strengths and     

 weaknesses, and possible problem areas. The self-assessment is   

 not required if the client has already completed a formal business 
 plan through one of the programs listed in Item III. The Counselor 

 must review the Self-Assessment with the client to discuss 

 problem areas, strengths, weaknesses, etc.



●
Refer the client for a vocational evaluation if necessary.

· Refer the client to one of the resources listed in VRPM 1538.14 – 
           1538.15 for training in business orientation, writing a business 
plan, marketing, and other pertinent training, such as record-
keeping and tax requirements. The listed resources can schedule 
consultation to assist the client in writing the business plan.  The 
micro enterprise practitioners may also be able to provide funding 
for those clients who can not obtain a loan otherwise and can 
provide technical assistance and continuing guidance after the 
business is in operation.

· The client completes the business plan and the counselor reviews 
the business plan and the case file to assure that financial and 
other information is up to date and that the business plan has 
been prepared in accordance with Agency policy (see VRPM 


1538.04 for required elements of the plan).

· The counselor presents the business plan and the case to the 
Regional Supervisor for initial review.

· The Regional Supervisor reviews the business plan and the case 
file for completeness in accordance with Agency policy and 
forwards both to State Office for preliminary review.



●
State Office reviews the business plan to assure that it has all the 



required elements and that it is sound and understandable. Any 



deficiencies must be corrected prior to the business plan being 



submitted to the Self-Employment Committee.

· The Self-Employment Committee reviews the business plan and 
makes recommendations. Any deficiencies must be corrected 
prior to receiving a favorable recommendation.

· After consideration of the Self-Employment Committee recommendations, the Regional Supervisor makes the decision on approval of sponsorship for self-employment services.

· The client and the counselor complete the IPE.

1538.08
Self-Employment Individualized Plan for Employment (IPE)  
The IPE for self-employment should encompass a plan to provide the supports, technical assistance and resources necessary to launch, develop, and/or sustain the business, and must also include the responsibilities of the client.    Support may be provided contingent upon successful completion of each of a series of planned phases of business development.  The client will also need to plan for meeting long-term business support needs after the VR case is closed. The IPE should document –   JB 07/05
· A clear statement of the role and responsibilities of the participant, including a statement that the client agrees to report all income in accordance with State and Federal requirements, and of the nature and extent of VR support and participation (timelines, dollar amounts, specific goals and services, etc.)   JB 07/05
· A clear statement of the role and responsibilities of any partner, including the dollar amount the partner will contribute to start-up expenses (partner share based on per cent of ownership of the business).

· Clear criteria for measuring progress, including a periodic review schedule (at least every 3 months), financial reports, etc.  Critical issues for review during the first 3 to 6 months include marketing activities and cash flow. Continued VR support to the business venture should be contingent upon the periodic review and submission of financial reports as scheduled.

· Clear criteria for determining when the business will be considered to have a successful employment outcome, such as when the business has passed the break-even point and is producing an acceptable income to the client. The break-even  point is defined as the point at which business income equals expenses.  Acceptable income is defined as minimum wage or higher.

· Comparable benefits as applicable. The participant will be expected to pursue comparable benefits and other resources to support business development as a part of the IPE.

1538.09
Goods and Services    
The following goods and services may be provided (when appropriate) in support of the self-employment enterprise as a part of the IPE, subject to: (1) the VR economic need test on applicable purchases; (2) Agency purchasing policies; (3) the maximum dollar amounts allowed by VR purchasing policy; and (4) as described in the business plan and   recommended by the Self-Employment Committee. Any exceptions must be approved by the Regional Supervisor after consultation with State Office.    JB 12/04   JB 01/06
 Any requests to purchase additional goods and services beyond initial start-up as described below must be approved by the Regional Supervisor, after consultation with State Office. The client will be required to document insufficient cash flow by providing actual cash flow numbers 
and other documentation as may be required, such as record of sales.
JB 4/05

· Initial stock and office supplies, ordinarily for the first month, but up to three months if justified by the start-up needs of the business and with recommendation of the Self-Employment Committee.  See Initial stocks and supplies are further described below for further guidelines.  JB 04/05   JB 01/06  
· Self-employment related tools and equipment;

· Initial business licenses and fees;

· Installation and fees for the first month of billing of business telephone service;

· Start-up advertising, marketing or other promotional material necessary for the first three months of operation;

· Start-up costs necessary for establishing an accounting system, including up to one month of accounting services;

· Consulting services related to start-up support;

· Assistive technology and training necessary to operate the business;
· Business development training;

· First month’s office space rent and utilities; and

· First quarter’s business insurance cost.

Initial stocks and supplies are further described: moved from 1545.03, IV .
A.
“Initial Stock” - The initial inventory of merchandise or goods a 

            business sells, or prepares for resale, either wholesale or 

            retail. The initial stock should be limited to the amount necessary 

            for the client to open his/her place of business and to carry the 

            business through the first month of operation.
B.
“Supplies” - Those items used on the premises and necessary to carry out the day-to-day operations of the business.  Under normal conditions, initial supplies would be those needed during the first month of operation of the business. The business plan should contain documentation to show how the amount was determined.


Examples of initial supplies for the following types of small 
business are:


1.
Business Office – stationery, pencils, pens, stamps 
(excluding postage meters, which would be equipment), 
calendars, paper clips, cleaning supplies, etc.

2.
Barber Shop – soap, shampoo, hair tonic, hair spray, shaving cream.


3.
Retail Store – wrapping paper, string, paper bags, 
stationery, pencils, pens, cleaning supplies.  JB 01/06
The following purchases and/or expenditures are prohibited:

· Land; (See VRPM 2010.06, X for information on exceptions)   
            JB 01/06
· Construction of buildings;  (See VRPM 2010.06, X  for information  

on exceptions)  JB 01/06
· High risk ventures (real estate, etc.);

· Illegal or hobby ventures;

· Purchasing of franchises; 

●          Purchasing of vehicles (See VRPM 2010.06, X for information on 
exceptions); and     JB 1/06
· Cosigning or underwriting of any type of loan.  JB 4/05
1538.10
Successful Employment Outcome and Case Closure   JB 12/04


There is no set time frame for placing the case into employment Status 


22. The client must be working at his/her full potential and the business 


must be producing income for the client, per hour of work, equal to the 


prevailing minimum wage before the case can be placed into Status 22. 


The client’s actual hourly income can be determined by taking the 



owner’s draw for the last month of the latest quarterly cash flow report 


and dividing it by the number of hours the client worked for that month.  






 

Once the case is placed in Status 22, the next quarter’s cash flow should be reviewed to determine the client’s income level. If the case has been in status 22 for 90 days, the case can be closed in Status 26 provided the client’s income remains at the minimum wage level; the client is performing well on the job; and the client agrees that the employment outcome is satisfactory. 



If the client’s income is below the minimum wage level after the case has 


been in status 22 for 90 days, the case cannot be closed in Status 26. 


The counselor and client must meet to determine the reason for the drop 


in income and what can be done to increase business production and/or 


sales. If necessary, the client should consult with a Small Business 


Development Center or other business consultant to determine a course 


of action designed to increase the business’s income. The case can be 


closed in Status 26 when the client reports (on a monthly basis) that 


his/her income has risen back to the minimum wage level
